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TI ME

" STRENGTHENI NG GROWMH AND MJUTUAL PROSPERI TY "

I would like to thank the organiser, ASLI for inviting
me to address this third neeting of the captains of industry
and strategic business navigators from both Britain and
Mal aysi a.

2. Britain and Ml aysia share an econonic tradition and
trading ties that stretch over two centuries. Gven this
background, we should | ook ahead for avenues and channels
whereby we can reinforce this relationship for the good of
both our countries. The inportance of such cooperation has
become nore so given the rapidly evolving | andscape of the
worl d's econonmy which is being driven by new ideas and
perceptions. It is only through a strong partnership between
British and Ml aysi an conpani es that we can strengthen the
econom ¢ growh and prosperity of Malaysia and | amsure of
Britain too.

3. Mal aysi @' s econom ¢ recovery has gathered significant
monentum this year. Underlying such positive outlook is the
clear evidence that the econony is beconming significantly
nore resilient to external shocks and systemic risks. This
i s made possible by recent policy neasures to strengthen the
nation's external reserves, the financial system and the
corporate sector. The Malaysian econony rebounded to
register a growh of 5.6 per cent in 1999 after a
contraction of 7.2 per cent in 1998 which had followed a
gromh of a simlar figure the preceding year. The first
quarter of this year recorded a strong GDP growth of 11.9
per cent whilst the second quarter notched 8.8 per cent.
Gom h has been broad-based driven both by aggregate demand
and supply.

4. Al though all sectors of the econonmy have registered
positive output growh, the manufacturing and services
sectors stood out as the nost robust sect ors. The

manuf acturing sector will benefit fromthe stronger growth
expected in world trade, a robust recovery in the East Asian
econom es and stronger donestic demand. Manufacturing out put
is forecast to sustain a growh of eight per cent this year



while export-oriented manufacturing industries are expected
to step up their output by an average of 7.9 per cent,
driven largely by continued strong overseas sales orders for
el ectronic products and parts, underpinned by rapid
devel opnent s in i nformation t echnol ogy applications.
Meanwhil e, the services sector is expected to increase in
terns of value-added at a rate of 5.3 per cent, with all the
sub-sectors projected to record stronger grow h.

5. In addition, inflation has remained fairly stable
despite the pick-up in economc activities and increase in
capacity use in major sectors. It noderated to 2.8 per cent
in 1999 from5.3 per cent the year before and is expected to
be kept below four per cent this year. Barring any mgjor
downside risks that could derail the favourable world
econom ¢ outl ook, these devel opnents should provide the
necessary inpetus for Malaysia to record a GDP growth of 5.8
per cent this year, as projected by the CGovernnent.

6. Such heartening figures would not have been possible
had we not taken the controversial and nuch maligned
unort hodox neasures to counter the downward spiral and to
ride out the recession. The selective capital controls have
al nrost been done away with, excepting for a 10 per cent |evy
on repatriated profit. But controls on exchange rates will
stay and will remain at its present |level. They have proven
to be of no harmto anyone and obviously they hel p business.
They have certainly contributed to the strong economc
recovery. The condemmation of Malaysia's unor t hodox
measures has now |essened. Indeed nmany, including the
International Monetary Fund (I MF), and even the currency
traders have now acknow edged that the heretical ways of
Mal aysia can even be adopted under certain circunstances.
The currently undervalued Ringgit, together with its fixed
rate against the US Dollar, the main trading currency of the
country, is attracting nmultinational conpanies to relocate
their operations to our Malaysian shores. Undoubtedly,
Mal aysi a remains an attractive |ocation for foreign
investors and its export-led industry is internationally
conpetitive

7. Now that the Malaysian econonmy has regained its
footing, it should help stinmulate closer economc ties
between Malaysia and Britain. The time is especially

propitious for the business conmunity fromboth sides. W
nmust cenment our partnership for growh and nmut ua
prosperity. Britain has always been an inportant trading
partner for Ml aysia. Despite the econom ¢ downturn towards
the close of the 20th century, the total bilateral trade
between Malaysia and Britain has seen a gradual increase
over the last seven years. Froma total of 8.79 billion
Ringgit 1in 1993, Ml aysia-British bilateral trade rose to
17.68 billion Ringgit in 1999. Even throughout the bleak
years of recession, the increase in bilateral trade did not
sl ow down significantly.

8. Among t he European Union (EU) countries, Britain stands



out as Ml aysia's second | argest tradi ng partner, accounting
for 22.2 per cent of Malaysia's total trade with the EU | ast
year. |In global terns, Britain is our ninth [argest trading
partner, accounting for 3.1 per cent of Malaysia's tota
global trading. It is also worth nmentioning that Ml aysia's
export to Britain totalled 12.07 billion Ringgit in 1999,
thus making Britain our seventh | argest export market in the
whol e world. Qut of the 14,586 cars exported by Proton until
March this year, a third was shipped to Britain.

9. Despite this we cannot rest on our laurels because | am
sure we can achieve nore. | believe this is possible
especially in areas where our respective countries have
certain conparative advantages. For instance, nuch of
Mal aysia's conparative advantage lies in its efficient [|ow
cost manufacture of sem -conductors and conponents used in
aut omati c data processing nmachi nes and el ectrical apparatus.
These made up a large chunk of Malaysia's exports to
Britain. On the other hand, Britain's conparative advantage
lies in the manufacturing and exporting of thermonic
val ves, t ubes and related parts, and high-technol ogy
products. In exploiting such conparative advantages in trade
and bilateral economc ties, both sides cannot help but
contribute to enhancing our bilateral trade. It is highly
commendabl e that your new trade devel opment and pronotion
organi sation, Trade Partners UK, is actively pronoting trade
and investnment opportunities in Milaysia anmong British
conpani es.

10. There is a great deal of opportunities and avenues t hat
can be exploited by British-Mlaysian partnerships which can
contribute towards greater economic growh and prosperity
for us both. In Milaysiaitself, there are trenendous
opportunities for investnments awaiting foreign investors.
Over the last 30 vyears, the Ml aysian Governnent has
consistently maintained an investnment-friendly and pro-
busi ness environment, mnade nore attractive by Malaysia's
political and socio-economic stability. This has been
particularly welcomed by all foreign investors as it has
provided them with a predictable stable and favourable
environnent for doing business. I can assure the many
British captains of industry and potential investors present
at this neeting that the Ml aysian Government will continue
to maintain the nobst conducive environment possible for
busi ness which wll pay off for those who are ready to
i nvest.

11. Mal aysi a's educated and productive workforce, excellent
infrastructure, consistent business friendly policies have
contributed to its success in attracting foreign direct
i nvestments (FDI), especially in the manufacturing and
i nformati on technol ogy sectors. Today, after a nere three
decades since Ml aysia switched fromplantations and m ning
to manufacturing, it has gained a reputation as a cost-
conpetitive location for the manufacture of high technol ogy
products for the regional and world narkets.



12. Such is Malaysia' s attractiveness as a manufacturing
centre that since 1995, 17.1 billion US Dollar has been
approved for investnent, half of which is for manufacturing.
In the first seven nonths of this year alone, we have
recei ved i nvestnent applications worth 4.6 billion US Doll ar
-- a figure which has already exceeded the 3.68 billion US
Dol lar worth of proposed projects during the whole of |ast
year. These figures bear testinony to Malaysia's continued
attractiveness as an investnent hub in the region. Britain,
with investnents worth 394 mllion US Dollar in 118
manuf acturing projects between 1995 and July this vyear, is
the ninth Ilargest investor in the Mal aysian manufacturing
sector. You will agree with nme that given our closeness this
is not what we should see. Britain should really rank anong
the top three

13. | believe Britain, wth your vast experience in
i ndustrialisation and your technol ogical know how, can play
a pivotal role in helping us to realise the aspirations and
targets laid down in Malaysia's Industrial Master Plan. One
of the nmany ways is through investing in our high value-
added manufacturing industries and technol ogy sectors, and
at the sanme tine facilitate the transfer of technol ogica
know how that would, at the end of the day, reap profound
benefits for both sides -- profits for the investors, and
technol ogi cal advancenent and growh for the Malaysian
i ndustri es.

14. Mal aysia is fast becoming a favourite |ocation of
mul ti nati onal cor porations for regi ona

manuf acturing-rel ated operations. As at 31 My this year,
the Malaysian Governnent has approved 636 representative
offices, 335 regional offices, 52 operational headquarters
(OHX) and 47 international procurenent centres (IPCs). The
opportunities for British conpanies to set up IPCs in
Mal aysia are i Mmense. An IPC will not only serve as a centre
to procure or distribute raw materials, conponents, and
finished products, but will also provide a strategi c gateway
to tap and penetrate the markets of the surroundi ng region

By the end of this year, the conbined sales of these |PCs
located in Malaysia are expected to reach 3.97 billion US
Dollar. Qur liberal equity policy which generally allows
foreign investors in Ml aysia' s manufacturing sector to hold
100 per cent equity in projects which export at |east 80 per
cent of their production is another positive draw. Even nore
attractive is the policy which permts foreign investors to
hold 100 per <cent equity irrespective of their |level of

exports for project applications received until the vyear
end.
15. There are already several British conpanies which have

invested significantly in Malaysia, including Blue Gircle
(approximately 40 mllion Pound), British Telecom (275
mllion Pound), BP (130 million Pound), and National Power
(80 mllion Pound), not to nention many others |ike Royal
Dutch Shell, Unilever, Rolls-Royce and Cold Storage. | |ook
forward to seeing the growth of such investnents. At the



same time, given that Britain has one of the npbst business-
friendly environments in the EU, including easy access to
the EU, a skilled and flexible workforce, and a world-
| eadi ng science base, | amsure that Ml aysi an i nvestors can
al so benefit by investing in Britain. Proton's investnment in
aut onobi | e engi neering by acquiring Lotus is a prinme exanple
of the many strategic opportunities available for Ml aysians
to invest in Britain, especially in areas where we |[|ack
t echni cal expertise at hone. In fact, the technol ogy
acquired fromthe purchase of Lotus has enabled Proton to
improve the ride and handling of its cars. Excel the new
exhibition centre on the Thanes is another exanple.

16. British-Ml aysian partnership in the form of various
strategic investnents will hugely benefit both countries in
being gateways to respective regions. By the year 2003,

Mal aysia is poised to be an even nore attractive [|ocation
and a strategic gateway to the ASEAN market given that intra-
regional tariffs will be reduced to between zero per cent

and five per cent with the establishnment of the ASEAN Free
Trade Area (AFTA). Manufacturers with production bases in
Mal aysia wll be able to export freely or wth mninal

duties to other ASEAN menber countries. By the same token,

we see Britain as a strategic gateway for Ml aysian
conpanies to penetrate not just the EU nmarket but also
greater Europe

17. Anot her crucial area which | believe British-Mlaysian
partnership wll augur very well for the new mllennium is
in i nformation and conmuni cat i on t echnol ogy (rem.
Undoubt edly, developnments in ICT -- the i nt ernet in
particular -- and the convergence of technologies have
significantly shaped not only our lifestyles, but also the
nature of businesses and the way busi nesses are conduct ed.
The growth of E-business is phenonenal. Wile the radio and
the tel evision have taken 38 years and 13 years respectively
to reach 50 million users, the internet has taken only five
years. If we fail to harness ICT, we will be left out in the
col d.

18. I would therefore urge both British and Ml aysian
conpani es and technopreneurs to work together to capitalise
on the opportunities in the ICT sector. The Multi nedi a Super
Corridor (MSC) project in Malaysia offers British conpanies
a unique opportunity to catalyse a virtuous circle of
devel opnent anong | ocal, regional and i nternationa
busi nesses. The MSC should be highly attractive for British
conpani es wi shing to devel op or use multinmedi a technol ogi es
to provide value, and for expansion into Asian markets. W
have put in place policies, practices and cyberlaws which
al ongside Malaysia's relatively |ower cost would nmake the
MSC a prinme place to do business out of.

19. Currency turnoil notw thstanding the MSC project has
r emai ned on track. There are already 362 MG status
conpanies wth 37 being world class. By 2003, we aspire to
have 50 world class conpanies in the MSC. In the recent



annual International Advisory Panel (IAP) Meeting, nenbers
gave their thunbs up for devel opnents that have taken pl ace
in the Corridor. My were inpressed that the MC is
actual | y ahead of schedul e.

20. There is nuch that British conpanies can offer Mal aysia
in terns of technol ogy, know how, and capital and at the
same time the MSC can offer the platform for British
conpanies to incubate new breakthrough technol ogies that

will shape the future. | amglad that British conpanies
such as BT, Druid, Mdge, and Reuters are playing a
significant role in the MSC. | can foresee there are nore

avenues for cooperation anmong Mal aysi an conpanies and our
counterparts in the Silicone Aen and Fen in Scotland, as
wel | as Canbridge in Engl and.

21. I am also pleased to see the strategic partnership
between Malaysia and Britain in developing Mlaysia's own
"Uni versal Studios", known as the Entertainnent Village (E-
Village). The three billion Ringgit project would conpl ement
the efforts of the Miultinmedia University and ot her research
and content providers located within the NMSC

22. Know edge is at a premiumin the new econony. To
succeed we will need nore know edge and know edge workers to
fill the expected demand of the M5C. W have worked out our
requi renents for such workers and we feel we can train them
Still we think there is an opportunity here for cooperation
in training at university and other |levels. W use English
as the nediumof instruction and needless to say, British
institutions of higher learning can play a role in the
educati on of our know edge workers.

23. It is highly crucial for the business comunity of both
si des to strive t oget her to synergi se resour ces,
capabilities and experience to achi eve conmon goals. Britain
and Malaysia can work together to mninse any negative
i npact of globalisation. | urge the business conmunity of
both countries to forge closer understanding that transl ates
into real cooperation and busi nesses.

24. These are the days of inter-dependence and inter-
connectivity. W have to realise that no one nation can live
and survive onits own. It is beconming increasingly clear
that the zero-sumganme is obsolete. W need to work together
for rmutual growh and prosperity. In this regard, I
sincerely w sh to see the partnership between Britain and
Mal aysia soar to greater heights wth both countries
counting on each other's strengths to cenent growh and
attain greater prosperity.
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